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THE SITUATION 


It cannot be denied that there has been a slight 
recession in the spirit of optimism which followed 
the extreme depression of mid-winter. There 
has been a gradually increasing appreciation of 
the seriousness of the European situation, the 
continued drop in commodity prices, the large 
number of commercial failures, and the per- 
sistent, drastic liquidation of the stock market. 

The effect of falling prices is almost always to 
curtail business operations, and that condition 
certainly holds true today. Many business men 
had been led earlier in the year to believe that 
the decline in prices would be halted in the 
spring, and for a time the movement of several 
basic commodities actually was upward. The 
index of 12 basic raw materials maintained by 
the New York Federal Reserve Bank increased 
2.4 per cent. during May, the first upward move- 
ment in a year. During the third week in June, 
however, it experienced a decline of 4.7 per cent. 
and on June 25 was only 5 per cent. above the 
1913 level. Another factor in the price situation 
which is holding back the business community 
is the unevenness of the deflation, the prices of 
agricultural products being within 17 per cent. 
of the pre-war level while building materials, 
clothing, house furnishings,—to mention a few 
groups,—are still about twice their pre-war 
prices. 

It is anold custom for some business men to be 
influenced in shaping their views of the future by 
the movement of the stock market. An average 
of industrial stocks reached its high point in the 
period of post war inflation in November, 1919, 
and declined with only a few interruptions 
during the following 13 months or until Decem- 
ber, 1920. During the succeeding weeks the 
market gave evidence that it had temporarily 
reached bottom and in March started to rise. 
Remembering that sentiment is the effect and 


not the cause, it may be assumed that the rising 
market partly accounted for the better feeling 
in the business world. But after the first of 
May the market started on another decline 
which by the 2oth of June had carried the aver- 
age to a new low price. A large number of 
commercial failures, entailing a proportionately 
large amount of liabilities, combined with the 
knowledge that the number of failures in 
the country would be very much larger if 
creditors’ committees had not been as lenient 
as they have proved to be, has had an inevitable 
sobering effect. 

But these factors are offset by several of a 
truly optimistic nature, doubly so because of 
their very fundamental character. The first is 
that the distribution of goods to the consumer 
continues without interruption. This is evi- 
denced by the reports from department stores, 
not only in New England, but throughout the 
country, which have shown month after month 
that the net sales of these stores in dollars has 
been very nearly equal to their sales in the 
corresponding months of the year previous. 
When it is considered that retail prices in most 
cases have been reduced to the present replace- 
ment basis, it will be seen that the physical 
volume of sales throughout the country is larger 
now than a year ago. Other evidence to this 
effect is given by the number of freight cars 
loaded with freight, which by June 11 was 18 per 
cent. higher than during the worst of the depres- 
sion. This increase is larger than a merely 
seasonal one would be, and indicates that the 
railroads of the country are carrying approxi- 
mately 80 per cent. as much freight as during 
boom times. Reports on unemployment bear 
out the contention that goods are steadily being 
consumed. The most comprehensive survey 
carried on under conditions that permit analysis 
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month by that of the United 


States Bureau of Labor Statistics; data are 


month is 


regularly compiled showing the number of men 
employed and the amount of pay roll for 
selected establishments in fourteen industries: 
iron and steel, car building and repairing, leather, 
paper making, coal mining, cotton manufactur- 
ing, cotton finishing, hosiery and underwear, 
woolen, silk, men’s clothing, shoes, cigars and 
The 


ployed in the spring of 1920 approximately three- 


automobiles. industries considered em- 
quarters of a million men; in March of 1921, 28.1 
per cent. fewer men were employed than during 
the same month of the previous year, while 
similar comparisons for April and May showed, 
respectively, declines of 27.2 and 25.5 per cent. 
This outward stability of employment totals at a 
level of possibly about 25 per cent. below that of 
a year ago is the result of two counteracting 
forces; a loss, in contrast with last year, in such 
industries as iron and steel, car building and 
repairing, leather, paper making and coal mining 
— ‘producers’ goods” — and gains in another 
group of industries that in the main constitute a 
distinct type: cotton manufacturing, cotton 
finishing, hosiery and underwear, woolen, silk 
and men’s clothing — “‘consumers’ goods.”” Com- 
paratively little demand for labor in industries 
making ‘producers’ goods,” which are several 
steps removed from the final consumer contrasted 
with a very substantial and increasing demand 
for labor on the part of industries manufacturing 
goods that on leaving the factory are practically 
ready for final consumption, indicates that it is 
the ultimate consumer who is buying, and the 
manufacturer or distributor himself who, in his 
desire to reduce inventories to the lowest possible 
point, is running on a hand-to-mouth basis. It 
is essential in any period of readjustment that 
the surplus products left over from the preceding 
period of inflation shall be worked off by actual 
The present retail distribution of 
gocds from merchants and producers into the 
hands of the consumer is the best kind of evidence 
that inventories of manufactured goods, if not 
already low, must soon be so. 


consurr ption. 





During the winter there was much loose talk 
about the ‘‘consumers’ strike” or the “buyers’ 


strike.’ What we have been through is a 
producers’ depression, and it is more nearly true 
that manufacturers and merchants rather than 
the ultimate consumer are not free buyers today. 
Department store reports made to this bank 
bear out this statement when they show month 
after month that their outstanding orders are 
from 5 to 10 per cent. of their total purchases 
during 1920. 

A second improvement, also necessary before 
any business readjustment period is over, has 
already taken place in this country: — that is 
the extraordinary banking condition of the 
Total loans of all the 
banks in the country have decreased apparently 


United States today. 


about 7 per cent. from the maximum to the 
present amount. Money rates, to be sure, are 
high, and here again world-wide conditions are 
in a large part responsible. After the Civil War 
the price of money was high for at least 10 years. 
Nevertheless the fundamentals of our banking 
situation are steadily improving and may be 
considered satisfactory today. 

In New England the woolen and worsted 
industries are experiencing considerable activity, 
operating on the whole at 75 per cent. of capacity 
or better. The raw wool market has been 
quiet throughout June and prices have weakened 
slightly. The cotton goods division of the 
textile industry has not fared as well as have 
the woolens and worsteds. The consumption 
of cotton by New England mills in May, while 
showing a considerable improvement over the 
preceding month of April, was slightly less than 
in March. Cotton goods prices have remained 
fairly stationary throughout the month of 
June. 

The production of boots and shoes does not 
show the increase that the industry had hoped 
for; while factories are of course somewhat 
busier than they were during the worst of the 
depression last winter, they are still not opera- 
ing on the whole more than 50 per cent. of 
capacity. The smaller factories seem to have 


fared better in this respect than have the 
larger. 
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The tendency of money rates 
during the past month has been 
downward and the general 
credit situation of the New England District 
continues to show steady though slow improve- 
ment. Lower money rates, however, manifest 
themselves only in the very choicest of bank in- 
vestments, such as short time United States 
Treasury Certificates, which are selling at a slight 
premium, and rates for prime bankers’ accept- 


Money and 
Banking 


ances. Following the trend of business in gen- 
eral the supply of loanable funds during the 
month has been spotty, especially with the 
Boston banks, so that at intervals money has 
appeared to be harder to obtain than at other 
times. Shading of the 7 per cent. rate, — the 
established commercial rate for some time past, 
— is rare and is made by banks only to the most 
favored customers. On the other hand, as will 
be seen by the accompanying chart, the reserve 
ratio of the Boston Federal Reserve Bank has 
shown steady improvement, due largely to the 
reduction of borrowing by the Boston banks. 
The outside banks, on the other hand, are becom- 
ing more frequent borrowers, those banks evi- 
dently showing a disposition to invest in the out- 
side market but only in the purchase of the very 
highest grade of commercial paper, government 
obligations and bankers’ acceptances. The Bos- 
ton banks, on the other hand, show a disposition 
to conserve their reserves in preparation for the 
usual seasonal demand which is expected to 
appear within the next month or two. Although 
total loans of Boston banks have stead ly de- 
clined since January 7, due to the contraction in 
commercial loans, loans secured by stocks and 
bonds have increased. Banks in the larger 
cities in this district outside of Boston also have 
reduced their total loans since the first of the 
year, but during the past month the reverse of this 
tendency has been in evidence. The following 
table shows in terms of percentages the changes 
on June 15 as compared with January 7 and May 
“— 


The offering by the Treasury Department on 
June 15 of three-year 524 per cent. Treasury 
Notes and one-year 514 per cent. Treasury 
Certificates was a success, and although coming 
at a time coincident with tax payments, the 
financing of these operations was handled with- 
out any marked effect on the local money mar- 
ket, the tendency being a temporary easing of 
money through redeposits made by the govern- 
ment of subscriptions and payments. Tax 
payments due June 15, 1921, amounted by June 
22 to $47,c00,000, as compared with $76,000,000 
on the corresponding date last year for payments 
due on June 15, 1920. 

RESERVE RATIO 
AGAINST COMBINED DEPOSITS AND FEDERAL RESERVE NOTE LIABILITIES 
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Money rates in the open market at Boston on 
June 15, were as follows: 


Commercial Banks to Customers. . . 6 —7 YF 
Brokers’ Call Money . . . « «= «. « 7% 
90-day Prime Bankers’ Acceptances, unen- 

dorsed . . . ..... . «. 5KH—5RY 
Commercial Paper (note brokers) . . . 64%4—74%% 
Year Collateral Loans . 6%4—7 4% 


The June 15 statement of the Federal Reserve 
Bank of Boston was conspicuous by the increase 
of $10,000,000 in total deposits during the pre- 
ceding week, making the highest figure since the 
first of January. This was due to factors inci- 
dental to tax payments and government financ- 
ing. On the same date Federal Reserve Notes 
of this bank in circulation reached the lowest 
point since February, 1920, while the total of 


LOANS HELD JUNE 15, 1921, BY MEMBER BANKS, SECURED BY:— 


War Paper 


Boston Outside 
Change Since :— 
January 7, 1921 +13% —5% 
May 4, 1921 0 ont Te 


Other Bonds and Stocks All Other 
Boston Outside Boston Outside 
+2% —1% 9% 4% 
+2% +2% —2% +2% 
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bills held by this bank fell to their August, 1918, 
level, declining $15,000,000 in one week, $10,- 
000,000 of which represented liquidation of loans 
secured otherwise than by government war paper. 

United States Treasury Operations. The 
Treasurer’s preliminary statement of public debt 
as of May 31 showed a decrease since the first of 
the year of $218,000,000 (1 per cent.) in total 
Liberty and Victory loans, and an increase in the 
floating debt of $372,000,000 (17 per cent.) in 
the same period. Comparing the May 31 
figures with those of August 31, 1919, on which 
date our total net debt reached its peak, there 
were declines of $1,039,000,000 (5 per cent.) and 
$1,366,000,000 (35 per cent.) in combined Liberty 
and Victory loans, and in the floating debt 
respectively. Whereas the Liberty issues fur- 
nished g1 per cent. of the total decrease in war 
bonds over the longer period, during the last five 
months the Victory issues represented 93 per 
cent. of the decline. 

The government placed on the market during 
the last month $500,000,000 of securities, con- 
sisting of 3-year 534 per cent. Treasury notes, 
dated June 15, due June 15, 1924, and one-year 
514 per cent. Treasury certificates, dated June 
15, due June 15, 1922. The 3-year notes are 
designated as Series A-1924 and are exempt from 
all taxes, except estate or inheritance taxes, and 
surtaxes, excess profits and war taxes, and are 
already selling at.a slight premium. The certifi- 
cates have the same exemptions and, in addi- 
tion, a principal amount of $5,000 is exempt from 
all surtaxes, excess profits and war taxes. Total 
subscriptions to the combined offering of notes 
and certificates amounted to $750,000,000, of 
which this Federal Reserve District subscribed 
$44,987,000, on which final allotment of $43,975,- 
000, was made. 

Bankers’ Acceptances. The inactivity of the 
bill market which was in effect during the week 
ending May 21 continued throughout the bal- 
ance of May, but with a slight improvement 
during the last few days of the month. The 
market in the last ten days of May was probably 
as poor in this District as at any time for many 
weeks. Not many bills were made, which saved 
the market from being choked. 

After the turn of the month a better market 
developed, but there was a hesitancy on the part 
of investors, especially among the banks, due to 


the fear of heavy withdrawals covering the 


quarterly tax payments. This combined with 
the new issue of Certificates of Indebtedness and 
the new 3-year Treasury Notes, caused some 
cautiousness. 

Money rates on call were high and there 
seemed to be a scarcity of funds for carrying bills 
early in June which soon disappeared, together 
with the feeling of uncertainty regarding the 
certificate and note issues and tax payments, and 
by the fifteenth of the month conditions were so 
improved that most dealers marked down their 
rates for 1-90 day bills to 546%. One of the 
large dealers in Boston took out all bills being 
carried at this bank on repurchase agreements, 
and, in fact, all of the dealers found their port- 
folios very much reduced and were in excellent 
position to buy bills. The supply was not 
plentiful and the period ending on June 20 found 
the dealers with very few bills on hand, with 
rates generally 514%. Our own portfolio de- 
creased considerably and there was no volume 
offering of bills to us. 


The Boston wool market 
became rather quiet in the 
middle of June, after a spurt during the latter 
part of May. Prices showed a tendency to 
weaken. One of the reasons for the lull un- 
doubtedly was the uncertainty as to the duty 
that would be imposed on foreign wool under the 
prospective permanent tariff bill, although con- 
siderable confidence was felt that the tariff would 
be high. The mills have not been heavy buyers 
of late. 

Shearing the new clip of wool in our Western 
States continues at the usual rate. It is reported 
that wool growers are selling or consigning to 
Eastern buyers a larger portion of their clip this 
year than they did a year ago. There has been 
a better feeling in the West lately, because prices 
there have increased slightly, possibly due in 
part to rather heavy buying by one of the large 
textile mills. Large quantities of wool are 
moving eastward. The wool growers in the Far 
West are taking advantage of the Panama canal 
in shipping their wool to Eastern seaboard cities, 
inasmuch as they find that the cost of shipping 
over the all-rail route is higher than the combined 
cost of a short railroad haul to the Pacific coast, 
plus shipping charges via the canal. 


Wool 
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The United States Department of Agriculture 
estimates that-the world wool production is at 
the rate of approximately 93 per cent. of the 
pre-war basis, while the world wool consumption 
is only 70 per cent. When it is considered that 
there are already plentiful stocks of wool and 
that present production is larger than consump- 
tion, it is apparent that the future prospects of 
wool depend largely on world-wide conditions 
in general, and those in Europe in particular. 
This does not preclude the possibility of increas- 
ing prices for certain wools, inasmuch as it may 
develop later that the supply of some of the 
finer grades is not in excess. 

Woolen and worsted mills of New England 
still continue to increase operations. According 
to the latest government statistics on textile 
machinery activity, based on reports made June 
1st by 917 manufacturers, wide looms were 
operated at 80 per cent. capacity during May, 
narrow looms 70 per cent., cards 80 per cent., 
combs 98.6 per cent, woolen spinning spindles 
81 per cent., and worsted spinning spindles go 
per cent. It is reported that some mills have not 
received as many duplicate orders as had been 
hoped for. 

The strike of the Interna- 
tional Brotherhood of Paper 
Workers, occasioned by the manufacturers’ 


Paper 


demand for a 30 per cent. reduction in rates of 
pay as a condition precedent to the adoption of 
a new working agreement to become effective 
May 1, has now been in progress very nearly 
two months, and has caused a substantial cur- 
tailment in the output of newsprint. Produc- 
tion in that branch of the paper industry has by 
no means ceased, however, as not all mills were 
affected by the labor dispute, and some of the 
smaller companies have entered into agreements 
with their employees to maintain the old rates 
pending the outcome of the strike. Wages will 
then be adjusted according to the final settlement 
in the industry as a whole. This arrangement 
would seem to give promise of an increase in out- 
put of newsprint. On June 1 the manufactur- 
ers’ supply of newsprint was 37 per cent. above 
that on hand the corresponding date in 1920, and 
while the supply in the hands of jobbers was 
slightly below that of a year ago, no apprehen- 
sion of a shortage is felt. The supply in the 
hands of publishers has increased slightly, prob- 


ably due to some falling off in the volume of 
advertising. A survey made this spring, and 
covering the amount of advertising carried in 60 
periodicals of national scope, indicates a reduc- 
tion of approximately 42 per cent. of space as 
contrasted with the similar period in 1920, and 
29 per cent. reduction when compared with the 
like period in 1919; while there is evidence of no 
such decline in the case of newspapers the fact 
that stocks of paper in the hands of 663 of the 
most important newspaper publishing concerns 
and associations are increasing, in the face of a 
smaller tonnage received, points to some curtail- 
ment in newspaper advertising and therefore the 
number of pages printed. 

The largest American producer of newsprint 
has reduced its price for the third quarter to 
$95.00 per ton, a reduction of13.63 per cent. from 
the contract rate for the second quarter of 1921. 
Spot news roll, quoted at 4/c. a pound early in 
May, dropped 4c. during the first week in June, 
but advanced to 5c. during the latter part of the 
month. Book paper, medium fine, declined from 
gc. to 8c. about the middle of May,momentarily 
regained its loss about June 1, but later declined 
to 734c. Quotations for writing paper have re- 
mained, in the main, unchanged; the volume of 
business since the first of January has shown a 
gradual increase, but is still very far below nor- 
mal. The price of paper board has experienced 
a moderate increase, and, what is possibly more 
significant, quotations are no longer merely 
nominal, but represent levels at which trading is, 
for the present, at least, stabilized. 

The following table compared stocks on hand 
in paper mills in the United States on June 1, 
1921 and May 1, 1921, with those of the corre- 
sponding dates in 1920: 


Per cent increase Per cent increase, 
May 1, 1921, June 1, 1921, 
over May 1, 1920 over June 1, 1920 


Newsprint . . . 62.0 35.7 
Standard news... 55.0 33.7 
Book a a ee 41.7 vf 
Paper board. . . 50.8 58.8 
Box board... . 63.5 88.6 
Wrapping. . . 88.9 131.9 
Ge srs aon —4.5° 15.0 
Fine writing . .. 24.4 45.8 
VBISSU@) od <a 1p 13.3 24.3 
Albother. «. . « 47.6 43.1 
Total, all grades. . 49.7 62.6 
* Decrease. 
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RETAIL TRADE 


The retail trade situation in New England is 
typical of that which apparently prevails through- 
out the United States. The net sales in dollars 
of stores throughout the country very nearly 
approaches, and in many cases surpasses, the 
totals attained for the corresponding month of 
the previous year. This remarkable retail 
distribution of goods is one of the most optimistic 
features of the present business situation. One 
common characteristic, however, is that metro- 
politan stores are now faring considerably better 
than those of the smaller cities. 

The total net sales of the 24 New England 
department stores which regularly report to the 
Boston Federal Reserve Bank, were approxi- 
mately the same in May as in April. The Bos- 
ton stores did a little better business, but this 
was offset by the decrease experienced by the 
stores located in other New England cities. The 
net sales of both groups were slightly smaller 
this year than in May, 1920. A considerable 
contraction of sales is naturally to be expected 
during the next two months, inasmuch as sum- 
mer business is normally considerably less than 
that of the spring months. 

Considerable comment has appeared of late 
to the effect that department stores are selling 
more articles this year than last. It is quite 
apparent that this must be so, inasmuch as the 
net sales of these stores in terms of dollars are 
very nearly the same this year as last, while the 
average retail prices are undoubtedly lower. 
It is a healthy sign that retail merchants should 
be selling a larger number of articles at this 
time, thus offering something of a stimulus to 
production. 

Net Sales During 


Net Sales During 


Generally speaking, retail prices have under- 
gone rather irregular reductions during May and 
June. One prominent merchant recently made 
a very elaborate tabulation of retail prices in his 
department store and found that the average 
reduction during the past year was 33% per cent. 

The keen competition constantly present in 
retail trade has forced merchants generally to 
mark their goods on a plane consistent with 
wholesale prices plus cost of doing business. One 
department store owner sums up the attitude 
of the public by saying, “In 1920 they looked 
for quality only, in the beginning of this year 
it was quality at a low price, while now it 
seems to be price with an earnest attempt to 
get quality along with it.” 

Stocks on hand of the 24 New England depart- 
ment stores which are members of the Federal 
Reserve Bank Reporting System showed little 
change on June 1 compared with May 1. Due 
to the lack of definite information as to the exact 
price decline, it is impossible to compare the 
physical volume of merchandise stocks held on 
June 1, this year, with those of the corresponding 
date a year ago, but it is safe to say that the 
stocks held this year are at least as large as, if 
not larger than, those of a year ago. Depart- 
ment store buyers are still exercising a great deal 
of caution regarding future commitments, al- 
though of course they have had to order some 
goods for fall delivery. The outstanding orders 
of six Boston department stores on June 1 
amounted to 5.7 per cent. of the total purchases 
during 1920, while corresponding figures for 
seven other New England department stores were 
8.8 per cent. of their total purchases during 1920. 


Stocks at Retail Ratio of Stocks to 
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COMMODITY PRICES AND THE COST OF LIVING 


Coincident with the revival in general business 
which was experienced this spring came notice- 
able resistance to lower commodity prices. This 
was evidenced by several of the leading commod- 
ity price indices. The United States Bureau of 
Labor Statistics index of 327 wholesale quotations 
which has been declining since May, 1920, fell 3 
per cent. in March, 5 per cent. in April and less 
than 2 per cent.in May. The May figure is 44144 
per cent. below the high peak and 51 per cent. 
above the 1913 average. Decreases were found 
to have occurred during May in 139 commodities, 
increases in 86 and no change in 102. A factor 
of the utmost importance in the relation of the 
price situation to the status of general business 
is the irregularity of the price movement in the 
different groups of commodities; for example, 
during May, this year, farm products were at a 
level of only 17 per cent.above their 1913 average, 
while building materials were 102 per cent. higher, 
and house furnishing goods were 162 per cent. 
higher. This great difference in relative prices 
makes the consumer feel that the higher priced 
goods must come down to the level of the lower 
ones and accordingly he buys in a very restricted 
manner. When the consumer is also the pro- 
ducer or distributor of a commodity which has 
fallen faster and further than the average, he 
not only hesitates to buy goods but his purchas- 
ing power is curtailed because his product and 
therefore his labor will not buy as much as will 
the same amount of labor in some other line. 

Several basic raw mate:ials, which were among 
the first to suffer recessions and were likewise 
very hard hit, have had substantial gains from 
their low prices of this past winter; among these 
may be mentioned, cotton, lead, wheat, sugar, 
hides, copper, silk, and to some extent crude 
petroleum. There may be more than passing 
significance to the fact that following this 
recovery, these commodities have again suffered 
from declining prices; in several instances new 
lows for the entire period of readjustment have 
been established. 

In foreign countries the price decline continued 
practically without exception up to the first of 
June, the latest date for which authentic sta- 
tistics are available. In none of the prominent 
foreign countries has deflation carried prices as 
near the 1913 level as in the United States. In 


Germany, for instance, commodity prices reached 
their peak at practically the same time they did 
in the United States, that is, May 1920, — and 
during the twelve months following only declined 
18 per cent. German prices in marks are 14 
times as high as they were in 1914; in Italy, 
where the highest commodity prices were not 
reached until December 1, last year, they have 
since declined only slightly over 18 per cent.; 
Great Britain, France, Japan, Sweden, Norway 
and Denmark have all had very nearly as ex- 
tended a decline in wholesale prices as we have 
had in this country. 

The cost of living in Massachusetts, as reported 
by the Massachusetts Commission on the 
Necessaries of Life, shows for May a continued 
though very moderate decline. The May index 
number shows that the cost of living was at that 
time 61.4 per cent. above the 1913 average, and 
that the decline from the highest cost reached in 
July, 1920, is 18.8 per cent., the recession from the 
previous month of April being nearly two per 
cent. The accompanying chart shows the 
fluctuation, not only of the total cost of living, 
but also of each of the major items entering into 
the average family’s budget. It will be seen 
that food has had the most drastic drop of all, 
closely followed by that of clothing, although 
the latter is still twice the pre-war level. The 
cost of shelter continues to increase and not 
much relief from this can be looked for until 
either the cost of building shows a very material 
drop, or the interest rate on money declines. 


COST OF LIVING IN MASSACHUSETTS 
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June reports to the Boston 
Federal Reserve Bank from 
representative shoe manufac- 
turers in New England had a fairly optimistic 


Boots and 
Shoes 


tone; this was more apparent from manufactur- 
ers of women’s shoes than from makers of men’s. 
The industry as a whole has shown an appre- 
ciable improvement since last November, 
although production in May was but slightly 
larger than that of April. Some manufacturers 
have only a few days’ work ahead at present, 
but as a rule the orders on the books June 1 
were considerably larger than those of the 
first of May. While orders for fall delivery 
are being taken at an increasing rate, which is 
of course natural at this time of the year, they 
are much less than they were a year ago. 

The accompanying chart shows the fluctua- 
tions in the production of shoes by eight repre- 
sentative New England manufacturers, from 
which it appears that during the past May these 
concerns manufactured 69 per cent. as many 
pairs of shoes as their average monthly produc- 
tion during 1920. The May production was 
slightly larger than half that of May, 1920, but 
was 12 per cent. better than in the preceding 
month of April. 


BOOT AND SHOE PRODUCTION 
BY EIGHT NEW ENGLAND MANUFACTURERS 
1919 1920 19 
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This period of depression in the shoe indus- 
try, lasting since last September, would seem 
to indicate that the stocks of shoes in the 
country must be quite low at this time. 
Last month the 26 department stores in the 
Federal Reserve Bank’s reporting system indi- 
cated that their stocks of shoes, measured by 
their retail value, was about two-thirds the 





amount held on the corresponding date a year 
previous. It is notable that the production of 
the larger shoe factories has fallen off much more 
than that of the smaller ones. As a general 


_ thing, more shoes were shipped away from the 


shoe factories last month than were produced, 
excesses being drawn from, and therefore reduc- 
ing, the stocks of finished shoes held by the 
manufacturers. Several manufacturers, realiz- 
ing that the demand from wholesalers and re- 
tailers will probably continue to be for immediate 
delivery, have maintained fairly large stocks 
(considering present business conditions) and 
have accordingly been able to do a very good 
business. This applies, of course, particularly 
to the smaller manufacturers. 

There have been further overtures during June 
by manufacturers looking toward a decrease in 
labor costs, but with indifferent success. New 
England manufacturers are at a distinct disad- 
vantage with the Western manufacturers in the 
matter of wages. 


The market for hides showed 
an improvement in May but 
fell back in June. The volume 
of trading declined at the expense of lower prices, 
although they have not gone back to the lowest 
levels reached in March. According to the 
United States Census Bureau, the stock of cattle 
hides for the United States on May 1st was 5 per 
cent. less than the month earlier and showed a 
decline for the third successive month. The 
decline in stocks of cattle hides at this time of 
year should be expected because it is a seasonal 
event. The stocks of calf skins increased during 
April, which also is a seasonal occurrence. The 
holdings of goat, kid and cabretta skins showed 
more tendency toward real liquidation; the 
supply has been declining, practically without 
interruption, since September, 1919, and is today 
one half of what it was at that time. 

Leather prices as a whole have remained sta- 
tionary during the last three months on the 
lowest level reached since the decline started in 
the last part of 1919. The consumption of 
leather is not being maintained at as high a rate 
as is production. The stocks of hides and 
leathers in the country are excessive for the 
present consumption. 


Hides and 
Leather 
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The price of spot cotton has 
fluctuated within the narrow 
range of two and a half cents 
during the past three and one-half months; and 
as the statistical position of the present supply 
is well known, future price movements will de- 
pend upon the demand for the staple in con- 
junction with the estimated size of the cotton 
crop now planted. The United States Bureau 
of Markets estimated that on May 1 the amount 
of cotton in this country aggregated 9,201,000 
bales, and that the world supply was 13,848,000 
bales. World consumption between May 1 
and the close of the cotton year (July 31) is 
estimated at 3,300,000 bales. On this basis the 
amount of cotton carried over into the new 
cotton year will be 10,548,000 bales, of which 
approximately 7,000,000 will be held in the 
United States. It is still too early to state the 
probable size of the cotton crop to be harvested 
this autumn. A number of surveys, made by 
authorities in whom a considerable amount of 
confidence can be placed, indicate a reduction of 
approximately 30 per cent. in the acreage planted; 
but while admitting that the movement for a 
curtailment in planting was better organized this 
year than in the past, it is hard to believe that 
the final figures will indicate so high a percentage. 
The 1914 crop, harvested during the early days 
of the war, sold as low as 7.25 cents on December 
11, and reached its high point of 10.60 cents a 
pound on April 23, 1915, after another year’s 
crop had been planted; but in spite of distress 
so keen as to inspire the “buy a bale of cotton” 
movement which was urged as necessary to save 
the cotton industry, the curtailment in acreage 
was a little less than 14 per cent. — and at no 
time within the past 25 years has a reduction as 
great as 15 per cent. occurred. If final govern- 
ment figures should substantiate the early com- 
mercial estimates, a new era in the control of 
the output of its basic product will have been 
inaugurated by the South, an era the significance 
of which it will be hard to over-estimate. The 
crop report of May 25 indicated conditions below 
normal, but weather since that time has been 
more favorable. 

The consumption of cotton in the United 
States (the best single index of activity in the 
cotton goods industry), as shown by the accom- 
panying chart, amounted to 439,884 bales,— a 


Cotton and 
Cotton Goods 


total larger than any month since September, 
1920; this figure is, however, 19 per cent. below 
that of a year ago, and 22 per cent. below that 
of the average of the past five years. While the 
increased consumption in New England was 
relatively greater than that in the cotton grow- 
ing states, the May total remains slightly below 
that reached in March. In the first ten months 
of the current cotton year domestic consumption 
has proceeded at a rate about 25 per cent. below 
that of the previous year. 
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New England 


Exports of cotton for the four weeks ending 
June 17 were almost double those of 1920, though 
the total since August 1 still remains approxi- 
mately 22 per cent. below that for the similar 
period a year ago. A marked change has 
occurred in the source of foreign consumption; 
Great Britain’s share has fallen this year from 
one-half the total to less than one-third, while 
at the same time Germany has increased her 
takings from 333,000 to 916,000 bales, and is 
now acquiring almost as much American cotton 
as France and Italy combined. Some of the 
shipments to Germany undoubtedly represent 
speculative ventures, and a portion of the im- 
portation may be explained as an effort to build 
up working stocks to the size customarily carried 
on hand; but so marked an increase occurring 
during a period when industrial depression has 
forced other nations to curtail their purchases 
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indicates substantial recovery in the German 
textile industry. 


Exports of cotton goods during April amounted 
to 36,800,000 yards, a figure less than one-half 
the total of 80,300,000 yards during the same 
month of 1920; the decrease in the ten-month 
period is from 698,000,000 to 468,000,000 yards. 
China, which in normal times stands second only 
to British India as an importer of cotton goods, 
is at present almost non-existent as a market 
for American textiles; in April, 1920, 5,100 000 
yards of cotton goods were shipped to that 
country, while in the same month of 1921 ship- 
ments did not reach one-tenth that yardage. 

Cotton goods prices have remained relatively 
steady, though price recessions have outweighed 
the occasional advances. Lower cotton quota- 
tions during the third week of the month weak- 
ened the position of print cloths, and the stand- 
ard 3814-inch product was quoted on June 28 
at 6% cents a yard; on this date the margin 
between a pound of cotton and a pound of 
standard print cloth stood at 21.8 cents—a 
figure slightly lower than that of a month 
earlier. The margin between the price of gray 
and finished cloths is being watched equally 
closely for a hint as to the possibility of revisions 
in quotations this autumn. 

The yarn market had hoped for a substantial 
amount of business from the automobile tire 
industry, but the results have proved disappoint- 
ing; a certain regular distribution is noted now 
where practically none existed a few months ago, 
but though prices are low there is no inclination 
to build up stocks, and the season is rapidly 
passing when any large demand can be expected. 


The steady, though gradual 
increase in the number of car 
loadings throughout the coun- 
try week by week reflects an unmistakable im- 
provement in the volume of railroad traffic han- 
dled. During the ten weeks following April 2d, 
car loadings increased from 666,642 to 788,997, 
or slightly more than 18 per cent. A portion of 
this increase is seasonal in nature and must be 
discounted accordingly, but the gain is large 
enough to indicate real progress. While normally 
freight traffic in June is slightly below that of 


Transporta- 
tion 





May, the prospect this year is for a gradually 
heavier movement that will culminate in autumn 
with the movement of crops. The situation 
with respect to earnings still remains unsettled; 
April returns failed to record an improvement 
over those of the previous month and in New 
England the net income of all carriers (Boston 
& Albany returns excluded, as these are filed 
with those of the New York Central) showed a 
decrease of about a quarter of a million dollars 
from the previous month. The application of 
representatives of the building materials in- 
dustry for a general reduction in railroad rates 
has been refused by the carriers on the ground 
that their own financial condition is such as to 
preclude any concession until their costs are so 
reduced as to permit earnings of the volume con- 
templated in the Transportation Act. 

The average annual compensation of all rail- 
road employees in the United States for the year 
ending June 30, 1915, amounted to $830, while 
the similar figure for the last quarter of 1920 
stood at $1,908. The abrogation of some of the 
least defensible and most expensive working 
rules, together with the decrease in wages granted 
by the Railroad Labor Board, effective July 1, 
will reduce payments for labor by several hun- 
dred million dollars per year; but with regard 
to the working rules, at least, so much depends 
upon the interpretation of decisions, that even 
an approximate estimate of savings is impossible. 
While the railroads are beginning to receive the 
benefit of lower cost levels for fuel and materials 


purchased, many of these are bought on yearly @ 


contracts dated in April, and the rules of the 
Interstate Commerce Commission provide that 
these be charged in the operating expenses only 
as used; hence, it will be some time before 
lowered costs receive their full recognition in the 
monthly earnings statements of the railroads. 


There has been very little 


Labor change in the amount of unem- 
ployment in Massachusetts since 
mid-winter. This is shown by an investigation 


made by the Massachusetts Department of Labor 
and Industries in co-operation with the United 
States Employment Service, covering 192 repre- 
sentative manufacturing establishments in 
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Boston and vicinity, Springfield, Worcester, New 
Bedford, Brockton, Fall River, Lawrence and 


Lowell. The number of employees aggregated: 


February 28 196,000 
March 31 193 000 
April 30 192,000 
May 27 197,000 


The Worcester Public Employment Office re- 
ported for the month ending June 15, a good 
demand for woolen weavers, with few of these 
workers available, also a number of calls for 
skilled female operators on power machines and 
The records of the Springfield Public 
Employment Office for the same period indicate 


presses. 


practically ten times as many applications for 
work as there were positions available, with no 
local demand for the large number of men seek- 
ing all kinds of machine work, from operators to 
first class machinists and tool makers. Labor 
conditions in the building trades are still un- 
settled, the status varying with different locali- 
ties. 

The situation in the boot and hoe industry, 
particularly in the shoe centers south of Boston, 
have been 
sufficiently strong to maintain, except in isolated 


is serious. Labor organizations 
instances, a scale of wages entirely out of line 
with those in most other industries. Manu- 
facturers have been anxious to establish wage 
reductions in time to announce it to the retailers 
when salesmen start out with samples about 
August 1, but the result of a conference between 
representatives of the Boot and Shoe Workers’ 
Unions and the Brockton Shoe Manufacturers’ 
Association seems to indicate that reductions in 
wages will not be agreed to voluntarily by the 
workers. The latter, apparently, will live up to 
the letter of the obligations imposed by their 
arbitration contract with manufacturers, but, by 
insisting upon the arbitration of almost innumer- 
able individual wage items, may prolong pro- 
ceedings, thereby retaining their present scale of 
pay longer. 

Maine, with its shipbuilding and paper indus- 
tries simply drifting, finds increased demand 
for labor largely confined to the textile indus- 
try. Conditions are similar in New Hampshire, 
though there, as well as in Vermont, granite 


and marble working establishments have largely 
reduced their forces a number of 


instances closed down entirely; in Montpelier 


and in 


and Barre, Vermont, unemployment in granite 
working establishments — the basic industry — 
is large. The surplus of agricultural labor makes 
it possible for farmers, for the first time in years, 
to insist upon experienced help, and at materially 
lower wages than commanded last year by 
laborers of indifferent quality. 

Connecticut has long specialized in the manu- 
facture of brass products, machinery and tools, 





and it is in these industries — in fact, through 


the broad array of metal trades as a whole 





Small tex- 
tile towns in the northern and eastern sections 


that the surplus of labor is greatest. 


of the state seem to be faring better than the 
large industrial centers, such as Waterbury, New 
Britain and New Haven, where unemployment 
increased in May and gives no_ indication of 
Rhode Island has 


benefited from the improved status of the textile 


immediately diminishing. 


industry, but this has been largely offset by lack 
of demand for workers in the metal (especially 
tool making) and jewelry industries. 

Reductions in wage scales are continually 
occurring, though without uniformity as to 
extent; the most reliable data available (New 
York State labor statistics, based upon the earn- 
ings of approximately half a million workers) 
indicate that industrial rates of pay have fallen 
slightly in excess of 10 per cent., but are still 
over twice the pre-war level. There seems to 
be a commendable effort throughout industry to 
let wage reductions follow, rather than proceed 
beyond declines in the cost of living. In con- 
cerns covered by the survey of the United States 
Bureau of Labor Statistics, to which reference 
has been made, wage payments during May,1921, 
were at the rate of approximately $35,000,000 a 
month below those of the same period in 1920; 
this reduction, amounting to over 30 per cent., 
is caused by heavy unemployment as well as 
reduced rates of pay. Two important factors; 
which should not be lost sight of in considering 
the need of a reduction in production costs as 
viewed from the wage earner’s standpoint are 
rents and fuel, which have not become adjusted 
to the general liquidation process. 


[11] 





Condition of Selected Member Banks 
(In Thousands of Dollars) 
Banks in Portland, Fall River, New Bedford, 
Banks in Boston Springfield, Worcester, Providence, 


Hartford and New Haven 


ees Change since Change since 
ASSETS June 15,°21 May 11,°21 = Jan. 7, °21 Jan. 7, °21 June 15,°21. May 11,°21 Jan. 7, ’21 Jan. 7, °21 


Commercial Loans and Investments, $524,505 $532,455 $597,054 — 72,549 $302,561 $301,519 $306,684 — 4,123 
Loans Secured by U. S. obligations, 37,538 41,552 62,991 — 25,453 16,904 17,278 17,455 — 551 
Loans Secured by Stocks and Bonds, 149,471 151,594 147,343 + 2,128 69, 304 67,712 70,120 — 816 
U. S. Certificates Owned : ; 7,263 1,465 6,898 + 365 5,888 8,224 12,251 — 6,363 
Other U. S. Obligations Owned . 16,731 10,641 10,154 + 6,577 44,371 38,615 39,443 + 4,928 

Total Loans and Investments, 735,508 737,707 824,440 — 88,932 439,028 433,348 445,953 — 6,925 
Cashin Vaults . . «. . 12,797 13,804 15,964 — 3,167 13,628 13,642 14,389 761 
Reserve at Federal Reserve Bank . 63,397 69,680 63,992 — 595 23,626 21,730 24,904 1,278 


LIABILITIES 


Net Demand Deposits . A ; 574,481 567,966 604,974 — 30,493 242,231 244,765 266,316 
Time Deposits . ; ; : 69,737 69,789 68,753 + 984 140,176 141,504 135,243 
Government Deposits. : 2 24,901 10,748 6,526 + 18,375 11,673 3,036 3,783 

Total Deposits 669,119 648,503 680,253 — 11,134 394,080 389,305 405,342 


Money Borrowed at Fed. Res. Bank, 54,755 69,535 115,324 — 60,569 10,745 10,168 «8,670 
Capital . m : A - 56,200 56,200 55,937 + 263 31,350 31,350 31350 
Surplus ‘ : ‘ ; : 62,136 62,136 61,899 + 237 29,750 29,750 32,950 
Undivided Profits : ; : 23,684 23,684 19,162 + 4,522 17,489 17,489 155295 
Ratio of Borrowings to Total Loans, 7.44% 9.42% 13.98% — 6.46% 2.45% 2.34% 1.94% 


Condition of Federal Reserve Bank of Boston 


(In Thousands of Dollars) 


RESOURCES LIABILITIES 


June 15,'21 May. 18,'21 June 18, °20 June 15, ’21 May 18, °21 June 18,°20 

Gold Reserve against F. R. Notes, $198,259 $200,083 $133,895 Capital . : ; : . $7,911 $7,894 $7,532 

Gold Reserve against Deposits, 38,366 42,360 57,172 Surplus . : : , « 17,5826 17,581 8,359 
Total Gold. : . 236,625 242,443 191,067 Deposits: 

Legal Tender and Silver . . 18,464 16,898 8,501 Government . ‘ . 107 802 9,426 

Total Cash Reserves . 255,089 259,341 199,568 Member Bank Reserves . 117,907 109,423 115,603 


Discounts secured by U.S. Sec., 37,547 38,920 94,776 All other : : : 1,483 868 4,262 
Discounts—Commercial Paper, 53,934 53,918 65,092 Total Deposits . 119,497 111,093 129,291 


Bankers’ Acceptances purchased, 10,051 12,798 30,241 Federal Reserve Notes . . 251,032 256,040 279,083 
U.S. Sec. against F.R. Bk. Notes 18,936 18,936 21,436 Federal Reserve Bank Notes . 10,856 13,795 
Other U. S. Securities owned . 18,896 =—:11,773 891 Collection Items . i . 50,312 43,168 


Total Earning Assets . 139,371 136,345 212,436 All other liabilities ‘ ‘ 1,797 1,584 
Uncollected items . : . 59,823 50,475 78,655 Total Liabilities. . 459,231 451,155 493,568 
Other resources’. ‘ A 4,948 4,994 2,909 ResriveiRauo . : . 68.9% 70.6% 48.9% 

Total Resources. . 459,231 451,155 493,568 Loans to other Fed. Res. Banks, 7,408 4,906 20,582 
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